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not have occurred had the Reconstruction Finance Corporation
offered an open market for gold, or had its purchases of foreign gold
been on a sufficient scale to keep the exchanges in check. On the
8th January the Chairman of the Corporation announced that gold
purchases on behalf of the Government had totalled about $20,000,000
of domestic gold, and $55,000,000 of foreign gold. Purchases were
then accelerated, no doubt in order to resume control over the ex-
changes, and during the remaining week in which the R.F.C. re-
mained the agent for American official gold buying it acquired a
further $50,000,000 or so abroad.
The next phase began with rumours, which grew loud at the turn
of the year, to the effect that a free gold market would be established
at a high price in dollars. In a message to Congress on the 15th
January, the President asked for legislation to vest in the Federal
Treasurer the title of all monetary gold in the United States. It
would be taken over at the former parity, so that the book profits'
arising from revaluation at a higher rate would accrue to the Treasury.
The President asked Congress to set an upper limit of 60 cents gold
for the new value of the dollar, which he already possessed authority
to reduce to a lower limit of 50 cents. Because of 'world uncertain-
ties', he thought it undesirable to fix a precise value at that time,
but he believed that revaluation above 60 cents would not be in the
public interest. Powers were requested for the Secretary of the
Treasury to deal in other currencies in order to 'bring some greater
degree of stability to the foreign exchanges'. To this end, the Presi-
dent proposed that 'out of the profits of any devaluation there
should be set up a fund of $2,000,000,000 for such purchases and
sales of gold, foreign exchange and government securities as regula-
tion of the currency, maintenance of the credit of the Government
and the general welfare of the United States may require'. The
establishment of this fund was widely regarded in the United States
as a retort to the British Exchange Equalization Account, which,
it was believed, was being used to hold down the pound to an artificial
level.
On the same day Mr. Morgenthau, who had succeeded Mr. Woodin
as Secretary of the Treasury, announced that until further notice
the domestic price for gold would be $34-45 per fine ounce, equivalent
to a 60 cent dollar. American prices generally underwent a sharp
speculative advance. The immediate effects of the new decision on
the exchanges, however, were the reverse of what might have been
expected. The dollar appreciated. On the basis of a dollar at 60 cents
gold, the London-New York rate should have been about $5-23 on

